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REPORT TO MAYOR AND COUNCIL 
 

 

 

 

NO:   07-149   

Revised 04-12-2004 

 
 

   
 

May 1, 2007 

SUBJECT: 
 

2007-0227 Sand Hill Property Company [Applicant] Fourth Quarter 
Properties XLVII (Partnership Common Name: Forum Development 
Group), Target Corporation, Sun Town Center Properties Corp. (Macy's), 
and Sunnyvale Redevelopment Agency [Property Owners]. Application for 
a Specific Plan Amendment and associated text amendments to Title 19 
(Zoning) of the Sunnyvale Municipal Code and Downtown Specific Plan 
(DSP) for the addition of a new hotel with a maximum of 200 rooms and 
an increase in the maximum amount of allowed office square footage from 
282,000 up to 322,000 in DSP Block 18. APN: 209-34-009, 010, 015, 
016, 017, 018 and 209-35-001, 005, 007, 010, 011, 012. 
 

Resolution Consider an Addendum to the previously certified Program EIR, approve 
an amendment to the Downtown Specific Plan, and to increase the 
development potential of Block 18. 
 

Ordinance Amend Title 19.28.050, 19.28.070, and 19.28.100(b) of the Sunnyvale 
Municipal Code in accordance with the Specific Plan Amendment. 

 
REPORT IN BRIEF 
 
Existing Site 
Conditions 

Developed site including: Town Center Mall with existing 
department stores and associated parking, including structures, 
plus one other developed property. 

 
Surrounding Land Uses 

North (across Washington) Town and Country Center, 100 Block South 
Murphy Avenue (retail/entertainment) 
 

South (across Iowa) Primarily Residential with some office and other 
commercial uses 
 

East (across Sunnyvale) Mixture of small businesses and residential 
 

West (across Mathilda) Office, retail, residential 
 

Issues Appropriate intensities for the Downtown area. 
 

Environmental 
Status 

The project location is within the boundaries of a previously 
certified Program Environmental Impact Report and previously 
adopted Mitigated Negative Declaration for the Downtown 
Improvement Program. An Addendum to the Program EIR has 
been prepared pursuant to CEQA guideline Section 15164. 
 

Staff 
Recommendation  

Recommend approval of the Specific Plan Amendment request 
with conditions to the City Council. 
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PROJECT DATA TABLE 
 
DSP Block 18 

 Existing DSP Proposed Change New DSP Proposed 

Office 282,000 sf. +40,000 322,000 

Commercial 1,007,876 sf. -0- Same 

Hotel -0- +200 rooms 150,000 (200 units) 

Height 75 ft. 
(80 ft cinema) -0- Same  

 
BACKGROUND 
 
The following is a summary of the Downtown Specific Plan (DSP) approvals and 
modifications: 
 
1990  - Downtown EIR certified and General Plan amended. 
1993  - DSP approved. 
 - DSP included a hotel in the area north of Washington. 
2003  - Revised DSP approved. 

- Removed a hotel due to concerns that there was not a strong market 
for hotels, and other uses were seen as more important in 
implementing the vision. There was no opposition at the time as other 
uses were preferred. 

2004  - DSP Block 18 revisions for housing and office approved at levels of 
intensity less than requested by applicant. 

 - Not all of the office square footage requested was approved. 
2004  - SDP for Block 18 approved (except Bank of the West site). 
2007  - New developer requests revisions to the 2003 DSP, and 2004 

amendments. 
2007  - SDP for Block 18 re-approved (except Bank of the West site). 
 
The application was heard before the Planning Commission at their April 16, 
2007 meeting. The Commission voted 6-0 to recommend approval to the City 
Council with six recommendations. 
 
DISCUSSION 
 
Description of Proposed Request 
 
For the purposes of this report all actions associated with the request 
(Downtown Specific Plan Amendment and associated text changes to Title 19 of 
the Sunnyvale Municipal Code (SMC)) are collectively referred to as a Specific 
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Plan Amendment (SPA). The proposed SPA is a legislative (policy) action that 
addresses intensity of development but does not include review of design 
details such as architecture. A subsequent application (Special Development 
Permit) will be required for architectural and landscape design and will be 
reviewed at separate public hearings. 
 
The development proposal received from Sand Hill Property Company requests 
an amendment to the DSP and associated sections of Title 19 (Zoning Code) of 
the Sunnyvale Municipal Code. The DSP is the governing General Plan 
document for the subject site. The development proposal includes a new 
150,000 square foot hotel (approximately sf.) with up to 200 rooms and an 
increase of 40,000 square feet of office space to the currently allowed 282,000 
square feet. The applicant is requesting the entitlements to Block 18 at this 
time only, not site plan approval for the final location of the hotel and office 
area. 
 
A conceptual site plan was submitted with the SPA request which shows the 
preliminary location of the new hotel on the northeast side of the intersection of 
McKinley and Murphy Avenues. The hotel would be five stories high with the 
lobby level, or lowest level, located on McKinley Avenue at Murphy Avenue 
between the ground floor retail spaces. The hotel may displace the second level 
retail uses currently shown on the approved plans (approximately 30,000 
square feet), which could be located elsewhere on site if the hotel is approved in 
this location. 
 
The conceptual site plan shows the additional office square footage located 
above the proposed grocery store on Mathilda Avenue immediately south of 
McKinley Avenue. The new square footage may be placed in two stories (2nd and 
3rd levels) above the grocery store and could displace the second level retail 
uses currently shown on the approved plans (approximately 39,000 square 
feet), which could be located elsewhere on site if the office square footage is 
approved in this location. 
 
The new hotel and 40,000 square feet of office, if approved through the SPA, 
would be in addition to the approved plans. Approval of the SPA does not allow 
a reduction in the total allowable retail square footage for Block 18. A revised 
site plan will be submitted when the Special Development Permits for 
architecture and landscaping are also submitted for review. 
 
Environmental Review 
 
As part of its Downtown Improvement Program Update June 17, 2003, the City 
has already analyzed the environmental effects of buildout of the Downtown 
Specific Plan in a Program EIR. The analysis concluded that significant and 
unavoidable impacts to regional air quality and the transportation system 
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would occur with buildout of the plan. The City Council made Findings for a 
Statement of Overriding Social/Economic Considerations required by the 
California Environmental Quality Act (CEQA) at the time of the EIR certification 
and approval of DSP. The adopted DSP was approved with development 
intensity less than the intensity levels studied by the 2003 Program EIR. See 
Addendum to the previously certified EIR in Attachment B for details. The 
following table shows the approved intensities, the development intensities 
remaining, and the proposed project. 
 

Downtown 
Specific 
Plan 

EIR Development 
Intensity  

Analyzed for  
DSP area only 

Development 
Intensity Approved
and Assigned by 

the 2003 DSP and 
2004 SPA 

Current 
Development 

Potential 
Remaining  

Proposed  
Amendment 

Office sf. 1,238,700 1,040,421 +198,279 +40,000 

Retail sf. 1,367,300 1,367,300 -0- -0- 

Housing 
Units 2,191 2,009 +182 -0- 

Hotel -0- -0- -0- +150,000  
(200 Rooms) 

 
This project includes an Addendum to the Program EIR demonstrating the 
proposed SPA is not a substantial change from the previously studied 
intensities and the analysis of the impacts is within the scope of the analysis of 
the previously certified Program EIR (Attachment B: Addendum to the Program 
EIR). Approval of the SPA requires consideration of the Program EIR in 
conjunction with the proposed Addendum and affirmation of the Statement of 
Overriding considerations adopted June 17, 2003.  
  
Specific Plan Amendment  
 
Setting: Block 18 is a centrally located 36 acre sub-district within the larger 
103 acre Downtown Specific Plan area. The subject area is also located within 
Sunnyvale's only Redevelopment Project Area. Block 18 is generally defined as 
the area between Mathilda Avenue and Sunnyvale Avenue and between 
Washington Avenue and Iowa Avenue.   
 
The nearby uses to the subject site range from new high-intensity five and six-
story office buildings to the northwest and one-story single-family homes 
towards the south. Existing commercial uses also boarder portions of the site.   
The long-term land uses for the DSP area surrounding the site envision the 
following (Attachment C): 
 

• Mathilda Avenue - Very-High Density Residential 
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• Washington Avenue - Office and Mixed-Use Residential/Commercial 
• Sunnyvale Avenue - Commercial and Low-Medium Density Residential 
• Iowa Avenue - Office and Low-Density Residential 

 
Goal: The applicant cites the following reasons why the proposal is beneficial 
for the City to consider:   
 

• Hotel provides support for Sunnyvale businesses and diversifies the 
use mixture in the Downtown. 

• Additional office square footage will help to strengthen Downtown and 
support the nearby businesses, as well as continue to enliven the 
City’s economic base with additional jobs. 

• The combination of requests increases the financial viability of the 
project and tax revenues for the City. 

 
The purpose of Block 18 within the Downtown Specific Plan is to invigorate the 
Downtown as a whole by becoming the commercial core’s regional 
retail/entertainment anchor and hub of activity. Block 18 is expected to 
integrate the existing and future land uses of the Town & Country shopping 
center, Mozart Office buildings, 100 Block of Historic South Murphy Avenue, 
Plaza del Sol, and the Caltrain station. The vision for the DSP includes: added 
vitality through an infusion of new uses, redevelopment of a decaying 
commercial core (Town Center Mall), additional City revenue, increased 
connectivity, and establishment of a sense of Downtown identity that is 
compatible with Sunnyvale's community character.  
 
Proposed Hotel: The applicant is proposing a new hotel with up to 200 rooms, 
preliminarily located at the new intersection of Murphy and McKinley Avenues. 
The hotel lobby will wrap the corner and will face both streets. The lobby will 
front on Murphy Avenue and hotel parking will be accessed from the parking 
structure behind the building. To better serve hotel guests, the applicant is 
also preliminarily proposing to add 87 underground spaces under the approved 
five level parking structure. These spaces will likely be secured spaces for the 
exclusive use of hotel guests and employees.  
 
The current 2003 DSP does not include a hotel as part of the plan and SMC 
Title 19 does not list a hotel as a permitted use in Block 18. Under the 1993 
DSP a hotel was approved for the north of Washington area. At the time, a 
hotel was envisioned as a viable and integral part of any successful downtown 
area. In 2003, the provision of a hotel in the DSP was removed due to a market 
analysis at that time demonstrated there was an over abundance of hotel space 
saturating the Sunnyvale market. During the course of the 2003 EIR and DSP 
approvals, the allowance of a hotel was removed since future projections did 
not demonstrate a need in the Downtown.  
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Market Context: Beginning in approximately 1995, improved economic 
conditions led to higher occupancy rates and room charges, as well as a growth 
in the hospitality industry. This growth peaked in Sunnyvale during fiscal year 
2000-2001, when the City’s Transient Occupancy Tax (TOT) revenue reached 
$10.7 million. This peak was followed by a severe economic downturn that 
greatly reduced the City’s TOT revenue. From 2002 to 2004, Sunnyvale hotels 
saw a significant reduction in both average occupancy rate and average room 
rate, and fiscal year 2003-2004 TOT revenue dropped to $4.8 million. This 
decrease in TOT was directly related to the considerable downturn in the local 
economy and state of uncertainty surrounding the global economy. This was at 
the same time the City approved the current DSP and removed the allowance of 
a hotel. 
 
The economic downturn is widely believed to have ended around the start of 
2005. Since then, hospitality occupancy rates in the area have begun to 
increase, primarily for business travel Monday through Thursday, but 
secondarily for leisure travel Friday through Sunday. This increase is generally 
attributed to a rise in business travel in the area, and the bulk of Sunnyvale’s 
TOT revenue stems from weekday business travel. The applicant believes a 
hotel in the Downtown area would be successful in catering to both markets. 
 
Based on the most recent level of receipts the City is now starting to see 
indications of revenue growth in the hotel industry. However, the stock of 
Sunnyvale hotel properties is aging and is not on par with some of the hotel 
offerings in Santa Clara, Mountain View, and San Jose. This situation may 
have an impact on the growth rate of the City’s TOT, which makes the addition 
of a new hotel in the Downtown area an important factor to consider.  
 
Appropriateness of Location: A conceptual site plan was submitted with the SPA 
request which shows the new hotel could be located on the northeast side of 
the intersection of McKinley and Murphy Avenues. The hotel would be five 
stories high with the lobby level, or lowest level, located on McKinley Avenue at 
Murphy Avenue between the ground floor retail spaces. The hotel may displace 
the second level retail uses currently shown on the approved plans 
(approximately 30,000 square feet), which could be located elsewhere on site if 
the hotel is approved in this location. 
 
The applicant has preliminarily chosen to locate the hotel at the intersection of 
McKinley and Murphy Avenues to help energize the eastern end of McKinley. 
This area was approved in 2007 with two stories of retail. While this is viable 
retail space, it will not create an atmosphere similar to the surrounding uses, 
such at the cinema, Redwood Square, Target, and Macy’s. Staff and the 
applicant discussed the option of moving the hotel to the Mathilda side of the 
project so the hotel would be visible from the primary project frontage. The 
disadvantage to this location versus the eastern side location is the hotel 
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presence/vitality is no longer centrally located. One clear advantage of the 
eastern side location is that hotel guests will be located close to the businesses 
on the 100 Block of South Murphy Avenue. Hotel guests will likely patronize 
these businesses, particularly during the evening hours, when the restaurants 
and bars are in full operation. 
 
Proposed Additional Office: The applicant is proposing an increase of 40,000 
square feet of office space to the currently allowed 282,000 square feet in Block 
18 of the DSP. The additional square footage is conceptually proposed to be 
located above the ground floor retail space in the building on Mathilda between 
Booker and McKinley. In 2004, the Forum Group requested an additional 
100,000 square feet of office space and the City Council approved a Specific 
Plan Amendment for an additional 80,000 square feet. This raised the DSP 
Block 18 office area entitlement up to a total of 282,000 square feet, which 
includes the 7,000 square foot Bank of the West building. The office uses 
allowed in Block 18 would include administrative, professional, medical, and 
financial uses. 
 
Market Context: Although current market demand is still low for large-scale 
office space, near-term economic prospects for office use in the region is 
rebounding. The DSP proposed office entitlements will help to address 
Sunnyvale’s near-term demand for Class “A” office space. The proposed 
Downtown location of Class “A” space would contribute to the diversity in office 
types and locations within Sunnyvale. The City generally lacks newer Class “A” 
office space, as compared to its overabundance of older Class “C” office space 
in existing industrial areas. The Downtown’s amenities including the Caltrain 
station, redeveloped Downtown, and existing Downtown, are believed to provide 
a strong competitive edge for both near-term and long-term prospects of leasing 
the proposed additional office space. 
 
Appropriateness of Location: The additional office square footage would likely be 
located above the proposed grocery store on Mathilda Avenue immediately 
south of McKinley Avenue. The new square footage would be placed in two 
stories (2nd and 3rd levels) above the grocery store and may displace the second 
level retail uses currently shown on the 2007 approved plans (approximately 
39,000 square feet), which could be located elsewhere on site if the office 
square footage is approved in this location. 
 
During the 2003 DSP approval process, there was significant discussion about 
suitability and intensity of development along Mathilda Avenue. The original 
vision was a continuation of office development, similar to the Mozart office 
buildings, along the entire frontage of Mathilda Avenue. After consideration of 
public input, a reduction in height was recommended along Mathilda Avenue. 
The final City Council approval for Block 18 reduced the 2002 Design Plan 
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office recommendations from 100 feet to 75 feet and lowered the intensity from 
308,000 square feet to 202,000 square feet.  
 
Mass and Scale: While the proposed project is within the maximum height 
limits prescribed in Block 18 of the DSP, the proposed SPA, if approved, will 
create a higher project overall due to the increase in entitlements. The 
proposed office area will be more consistent with the intent of the DSP in terms 
of creating a mid-rise office corridor or Mathilda gateway entrance to the 
Downtown area. The proposal may also help the transition from the Mozart 
buildings (106 feet high – to the top of the mechanical screening), through the 
approved Town Center office buildings (75 feet high – excluding mechanical 
screening), through the future office building allowed in Block 13 (50 feet high), 
down to the future buildings in Block 20 (40 feet high). Without the third level 
of office space, this portion of the Mathilda corridor will have an awkward 
juxtaposition with the adjacent uses (existing/proposed) in Blocks 1 and 13. 
 
The proposed hotel, while consistent with DSP intensities, could have a more 
significant impact on the adjacent uses across Sunnyvale Avenue. These uses 
include: financial institution, parking lot (City owned), and mixed use senior 
housing with retail/office space on the ground floor (Plaza de Las Flores). The 
approved cinema across McKinley is proposed be by 63 feet high and retail 
uses surrounding Redwood Square are proposed at approximately 30 feet. 
 
Considering the existing height limits under the DSP and the adjacent land use 
intensities, the proposed scale of development would be consistent with the 
intended character of Block 18 and the DSP. The following table compares land 
use, height, FAR, and density (General Plan level community character 
elements), for seven similar downtown blocks. 
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Comparison to Adjacent DSP Sub-Districts 

 
If the SDP request were approved, the Floor Area Ratio for Block 18 would rise 
from approximately 110% up to 123%.  
 
Community Character: The DSP describes Downtown Sunnyvale as an 
enhanced traditional downtown with appropriately scaled uses and character 
for a medium-sized city. The proposed office square footage and hotel could be 
viewed as contributing to this enhancement of downtown and its sense of place 
and identity. Alternatively, the community may find that sufficient uses already 
exists in this area and that additional development is not needed to create or 
enhance character. The exact community character for Block 18 will be 
primarily determined through the architecture and landscaping SDP review 
process. 
 
Jobs/Housing Balance: As stated in the 2003 Downtown EIR, the Downtown 
area as a whole would result in a slight overall decrease in the projected 
citywide year 2020 jobs/housing ratio from 2.61 to 2.59. At buildout the 
Downtown would not be balanced in terms of jobs to housing, with housing 
outpacing jobs. The proposed additional 40,000 square feet of office space 
would create approximately 120 jobs and the hotel approximately 33 jobs. The 
affect on the cities current jobs/housing ratio would be imperceptible. 
 
Fiscal Impact 
 
The project is located within the Sunnyvale Central Core Redevelopment 
Project area. Property Tax Increment associated with redevelopment of the site 

Location Use Max. Height FAR Estimate 
at Buildout 

Density 
(units/acre) 

Block 1 (Mozart) Office/retail 100 285% (existing) N/A 

Block 1a  
(Town & Country)  Residential/Retail 85 ft. 125-200% 78 

Block 2 (Murphy) Retail/Office 36 ft. 89%  N/A 

Block 7 Retail/Residential 50 ft. 109% (existing) 28 

Block 13  
(Mathilda only, 2/3 
of block) 

Office/Retail Only 
50 ft. 
Mathilda 
30 ft. Taaffe 

240% N/A 

Block 15 and 16 
combined 

Very High Density 
Residential 

50 ft. 
Mathilda 
30 ft. Charles 

180% 56 

Block 18 
(Existing) Mixed Use 75 ft. 

80 cinema 110% N/A 
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goes to the Sunnyvale Downtown Redevelopment Agency (RDA) to be used for 
appropriate public investment in revitalizing the Downtown area. The 2007 
project was expected to result in an estimated $4.05 million of annual Property 
Tax Increment to the RDA.  
 
The proposed SPA would result in a further increase in both property tax 
revenue (office square footage) and hotel TOT after the land uses are built.  The 
property tax increase is estimated at $80,000 per year. Block 18 is within a 
Redevelopment Project Area, which means all of the incremental property tax 
revenue gains would flow to the RDA through the year 2025. Beginning in year 
2026, the City would receive a 13% share of the property tax collected. The 
revenue directed to the RDA through 2025 benefits the City through its 
reinvestment within the Redevelopment Area. The hotel TOT increase is 
estimated at $744,600 per year. All TOT revenue would go directly into the 
City’s General Fund, not to the RDA. 
 
Public Contact 
 
Planning Commission Hearing: The application was heard before the 
Planning Commission at their April 16, 2007 meeting. At the hearing, the 
Commission discussed issues related to the Specific Plan Amendment, 
including: placement of the hotel and office uses, possible loss of retail in the 
overall project, effect on Bank of the West site, and TOT tax usage. The 
Commission, on a 6-0 vote, recommended approval of the application with 
additional recommendations to the Council. In their motion the Commission 
included the following recommendations (See the Draft Planning Commission 
Minutes in Attachment G for details): 
 

1. Include the new uses in the Transportation Demand Management (TDM) 
program for the project. 

2. Consider designing the new office signage on Mathilda Avenue as 
useful/interesting signage. 

3. In the future, if the City adopts a new program where TOT revenues (in 
whole or part) are applied to a citywide hotel marketing program, the 
Town Center hotel owner will be a member and participate in the 
hospitality association who oversees and distributes these TOT revenues. 

4. There should be no further increase in height of buildings in the Town 
Center project. 

5. There should not be an overall reduction in retail square footage on the 
ground floor for the Town Center project relative to the 2007 approved 
plans.  

6. The setbacks for the Sunnyvale Avenue side of the hotel should be 
reviewed for compatibility with adjacent uses across Sunnyvale Avenue. 
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The additional recommendations from the Planning Commission are for project 
specific direction to staff and the applicant when the amended site plan is 
submitted. The recommendations are not suggested policy additions or 
changes to the Downtown Specific Plan. The recommendations will be studied 
by staff during the review of the application for the amended site plan and can 
be incorporated as site plan changes or conditions of approval at that time. 
 

Notice of Public Hearing Staff Report Agenda 
• Published in the Sun 

newspaper  
• Posted on the site  
• 1,350 notices mailed to 

the property owners and 
residents within expanded 
500 ft. of the Downtown 
Specific Plan Boundary 

 

• Posted on the City of 
Sunnyvale's Website 

• Provided at the 
Reference Section of 
the City of 
Sunnyvale's Public 
Library 

• Posted on the 
City’s official 
notice bulletin 
board  

• City of 
Sunnyvale's 
Website  

 
General Plan Goals: General Plan Goals are located in Attachment A. 
 
Alternatives 
 
1. Approve a Resolution to amend the Downtown Specific Plan for Block 18 

and introduce an ordinance to increase the intensity of Block 18 by an 
additional 40,000 square feet of office and a new hotel with up to 200 
rooms.  

 
2. Approve a Resolution to amend the Downtown Specific Plan for Block 18 

and introduce ordinance with modified intensity for additional office 
square footage and/or new hotel, as determined to be appropriate for 
Block 18. 

 
3. Deny the request for additional development intensity within Block 18. 
 
Recommendation 
 
The Planning Commission, at their April 16, 2007 meeting, recommended that 
the City Council accept Alternative 1. 
 
Staff concurs with the Planning Commission action and recommends 
Alternative 1. Approve a Resolution to amend the Downtown Specific Plan for 
Block 18 and introduce an ordinance to increase the intensity of Block 18 by 
an additional 40,000 square feet of office and a new hotel with up to 200 
rooms.  
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Staff believes the addition of the hotel, while not included in the 2003 DSP, 
could have many beneficial impacts for the approved redevelopment project as 
well as the greater Downtown area. In particular, a hotel would create 
additional activity/vitality in the Downtown, bring additional revenue to 
existing/new Downtown businesses, and bring additional revenue to the City 
in the form of TOT. Staff is recommending up to a maximum of 200 rooms to 
provide flexibility as the hotel is designed and located within the plans. 
 
Similar to the addition of a hotel, staff believes the additional office square 
footage could have beneficial impacts for the Downtown area including 
additional business revenue, employees in the Downtown core area, and jobs. 
Staff believes the additional office levels, if placed along Mathilda, will have a 
positive effect on the Mathilda Avenue office corridor which is the gateway to 
the Downtown area. 
 
 
Reviewed by: 
 
 
 
      
Robert Paternoster 
Director of Community Development 
 
Reviewed by: Trudi Ryan, Planning Officer 
Prepared by: Steve Lynch, Project Planner 
 
 
Approved by: 
 
 
 
      
Amy Chan 
City Manager 
 
 
Attachments: 
A. General Plan Goals and Policies 
B. Addendum to the 2003 Program EIR 
C. Downtown Specific Plan Sub-District Heights 
D. Draft Resolution to Amend the 2003 Downtown Specific Plan 
E. Draft Ordinance to Amend Sunnyvale Municipal Code 
F. Site Plans 
G. Draft Planning Commission minutes of April 16, 2007 


































































































